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'Tfjdtcteiiliors- 

Hpt * . . _ 

lj>3YiTientt received In advanw 
^ $(«{( leave ncciujl’: 

' CompeniatlonCO/TurilssiDner 
• OlhercfrtllOfSi- 
inulcrttIHera 


10;i47.^S, 

45,0(9' 

5^104,304 

.1.031^724 

l,254,6ta 


18.493.6S0 


The fair value of trade arid Otlier gables spproxirruitss 
ituilfarrylMgpmoarits. • ■ 


CONSUMEIt KPOSITS 


fclertfcHj and Water 
Total coriitunsr depwlts 


1.716.6 IS 


1,716.615 


VAT PAYABLE 


VAT payable 


,^[Sas<6 


VAT Is payable on llitr receipts bash, V^T Is paldouv to 
SABS piilyoiice payment srfCTived from debtoii.- 


VAT RECEIVABU 


•VAT ffcslvable 


7,321.738 


raruiidsOoni SARS ir] due'course. 


'PHUVISIONS 


iPerformaiicolioftus; 4, • _ r 

Ciiiinnt portion of. lon^seivice provision (see note 18) 

•TotJlProvisiorts 


1,639.1211 


1J17.38A 








Note 
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' ri«n'M| 61 tacillllci and caulpmeiit . 




fiovernnu'nteor^a^jubsiifiss ' 


Rciniirwrstionof d^olion - 
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Nefm/iPUis/iKfKiri fOsHie yur 


jjfi-Je .. 

ITl'-IPl 

fell"’ '“’■"11 

aijr.ii'i.i r.i#i I ' 

^s»i 't ' "I.- ■' -'*1 .' ■* ■ 

hlr. 

’iSR$aaif/Stf‘ 

tii'f '*rfflFy|:Ti- 
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8,832,290 




li903.2M 
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REPORT OF THE AUDITOR-GENERAL TO THE FREE STATE LEGISLATURE AND 
THE COUNCIL ON THE FINANCIAL STATEMENTS AND PERFORMANCE 
INFORMATION ORS^SOTO. LO«L MUNiCIPALlTY FOR THE YEAR ENDED 
30JUNE2009 








REPORT ON THE FINANCIAL STATEMENTS 
Introduction • ; 


• r'i i ' 

# > .Ft 

IT:X: 
! . ■ ; ^ 

if. 'A: 

T }'■ 


isi:> : 

1., I 

» 'I,. '• 

t < • ■ .1 ■ 

/ 

j: 


■ .1, i have audited the accorripanylng financial statements of the Setsdto.Locai Municipality 
•which comprisethe statement of financial positioh as at 30 June 2009, the statement of 
financial performance, the statement of changes in net assets and the cash flow 
statement for the year then ended, and a summary of significant accounting policies 
and other explanatory'ndtes,;as set out on pag^;()«),td Ijjx]; • 

The accounting officer's responsibility for the financial statements 

2. Ihe accounting officer (s responsible for the preparation and fair presentation of these 
‘ - financiai statenjents in accordance with the Statements of Generally Recognised 

, ' Accounting Practice (Slatemehts of 6RAP) and irtthe matiner required by the Local 
. : Government: MunicipaLEftahce Management A(rt,’2p03 Np. 56qf 2003) {MFMA} 
and for s'lich.ihternal control as the accounting officer determines is necessary to 
enabletheprepacationofnna'nciaistatehiehtsthatarefreefrom'material ' 

, .misstatement, whether due toTraud or>rror. 

The Auditor-General's responsibility: 

' 3- As requlre.d by section 188of the ConstUiitiOToftheRepublic of South Affica, 1996- 
read with. section 4 of the PubllcAudit Act, 2004;(Act Noi 25 of2004}(PAA)!and' section 
126(3) of the MFMA, my responsibility is to express ah opinion on these financial 
.- statements^b'a'sed on'my audit. . ' 


'A. ;l 


•'i 


5.- 


I 


vm 


I-::. -Vi; 

I;::' 


6. 


conducted my.-.aiid'itlri acmrdance with the InterhationaJ Standards on Aydjtlng read . 
with'Genera/ Nbtice'.^is pf;2008JssKis6in Governmerit 6azette No. 31057 of 15 May 
200S. Those standards require that I comply yyith]ethical requirements and.plan and 
perform the audit to bbtam reasonable assurance about whether the fl'riaficial . 

•statementsiare.free.frbm material misstatement. 

An auijit'inyoiyes.perfdrming procedures to obtain audit evidence'aboutthe amounts 
and'disclosures.in the financial, statements; The procedures seledte'd depend ori the ' 
auditor's judgement/.ihcluding the assessment of the risks of material misstatement of 
the financial statements, whether diie-fo fraud or error: in making those risk 
assessments, the auditor considers iriternat control relevant to the entity's preparation 
and fair presentation of the financial statements in order to design audit procedures 
that are appropriate injihe clrcumstahces, but not for-the purpose-of expressing an 
opinion on the effectiveness of the entity’s internal control. An apdit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
accounting estimates rnade by management, as well as evaluating the overall 
presentation pf the financial statements. • 

Paragraph 11 et seq.:o'f.the Statement of Generally Recognised Accountir^ Practice, 
SRAP 1 Pres'pDtatiiin.ofFinancfalStotements requires that financial reporting byentities 
.shall provide information on whether resources were obtained and used in accordance 
with the legally.adopted budget. Asthe budget reporting any disclosures made by the 
Setsoto Locai Municipality in this respect will be lirhiled to reporting on non-compliance 
with this disclosure requirement. ■ •• 
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7. ! believe tKat the audiiavidehce I have abtaliied .is sufficient and appropriate to provide v 

• abasisformyauditc^inion. ' . - ' ': .• . 

Basis for qualified opinion ' ' ; '• ! • 

Property, plant and equipment ■ 

8. L'Could not be:;provided w,ith:si^iaeht^appropnate' audit evident in respect of . 
payments tptaiijrjg 810333-149 reiatedi to apitaLspendifig durihg^the year. Due tpthe '■ J * 

- extent of the \ywlcnesses identified In 'the system of cohtrdil over expenditure; I was not- 
able to perform reasonable dlfernathre audit-procedures, consequently, I was unable to 
confirm the valuation, rights.and obligations, and-compleleness of property, plant and 

- equipment with a caftying amount o/ RIO 333.149 (2008; R6512 979i;as disclosed in 
'thestatementbffinanc^lpdsitiohandnbteStotheRnanclaistatements. ' 


Unspent conditional grants ' • ' 

9; The. fhanagement of ^tsotq' Local NJunrcipality djd not provide me. \yith. sufficient 
a'pprcpfiate audit evidence (jncludlng. condltionslo be m^t as prescribed by section 
l;33(l)(d) cf the MFMA) and a reconciliation by mahaBement with regard to unspent 
conditional grants of R16 441 778 (2008:' R24 672, 890), as disclosed in the statement of 
finah^i ppsitfori and notes 14. and 23.2 to the financiai statements. The-entity's 
Tecordsdjd notrpermit the perfofrnance of alternative.procedurss; consequently; i have 
not beeri able tb-co'hfirm f he;;valiiation, .completeKessarid existence'.of the iiabiltty;' ; • 

Inventory • 

. ; id; The inventory records wem' not reliable owing to;a.mcndments made to the inventory 
; account following the stocktaking process, the results of which were not approved in' 
the previous and current .financial, year,' to .phabje- me to confirm the, existence,- 
.completeness, and rights and obligations of inventory rat . year-end. Because of the 
shortcomings identified in the system regafdirg inventory, 1 could also not perform 
. alternative procedures to confirni jnveritoiY;at year-end. Consequently, i was unable to 
: - .cobtain'.su^ient,. appropriate evidence 'to support the inventory bajance of RS73 880 

. . ,(2008::.R95l.972Vm the -^tement.of posdl^^ note 4 to the financiai 

statements. ' • 

Provisions • - '* • 

• 11.' Included in provisions as .disclosed . in note 13. to the financial statements and the 
staterfient-of nnaricial position,. 'is ah amount .of Ri'907 446 '{2008: 'ri 639.120) in 
' /expect of performance bonuses as a resuit ofpast services of which the recognition as 
such does not comply with paragraph 17 of GRAP'19 Provisions,, Contingent Licbllities 
■ and Contirigenf Assets. Trade and other payable'^are therefore understated by this 
Amount and provlsipns overs.lated. 
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Consumer and other debtors . • 

. i2; f)^pt' for a general pfovislon'fdf bad debt as disclosed in note 2 to the flhancial 
' • • ^statements, the munioipaliiy^did not treat consumer an,d othe> receivables arnouptihg 
" • ' to R122 46S 793 (2008-. R78085403) on the fac^ of the;Statern%nt of financial position 

, in accordance with tKe'-requirenients of Iriternational Accountihg'Standiird 35 (iA5 39): 
, ' ''.Flnandal instruinents:'Recogpit!o/i arid Measurement i was unable to determine' what 
-.the Impalrmenl charge should.'have beer' had the provisions of IAS 39 been correctly 
, . , applied owing toithe municlpajit/s records not permitting the execution of alternative 
' ■' procedures. ' ‘ ^ 


t'.: ' \ ■ 




H ■ 


Opinion 

• 13, In my opinion, except for the efft?cts of the matters described' In the Basis for qualified 
opinion paragraphs, the Tiriapcial statements present fairly, In all material respects, the 
, 'financial pq'Sftion'ipf;theS6,te<)to:Local'Municrpalitv: ^at3d;une2009 and its financial 
performance and its cash flows for the yearthen ended> iii accordance with Statements 
. ofOenerally Recognised Accounting Practice (Statements of QRAPJ and in the manner 
/required iiy the li/l'FMA. - ^ 

. . Emphasis of matters . ' 
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; I draw attent(on:to the following matters on whicit I do not express a qualified opinion: 

• Goingconcem : ' ■ 

14. i^taterial uricertainii'es relating to the municipality’s ability to collect revenue and make 
jpayments when they are due exis.ted at year:end; This resuited insignificant doubt that 
the rfiunicipaiity wlll conliriite-tb operate' as. a.goinB^’concern 'and,' therefore, may be , 
•unable to realise lts assets and discharge its liabilities in the normaf course of business. 
Disclosure to this 'effect is made in hofe 46 to the fifianclal.statements. 
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Unauthorised, Irregular, or fruitier and wasteful expenditure 
•?5. As diseased in note 37.tp the financial statements, unauthorised, irregular expenditure,' 

. ; ' and fruitless .and wasteful expenditure wasinqirred which include the following: 

-;(a) ; ‘^Unauthorised expehiJiture of R2.S99-032 arising ffoni exceeding the, previous yearns . 
. ■ :-bu'dget. and the payment .of a 'credit card. of RAO'OOO for which no sufficient; 
V : : appropriate evidence existed at year-end and which -was not recognised as ow/t 
expendlture-of the municipality, is disclosed.iri:note37,llo tbefinahcialstatements. 

(b) As disclosed In note 37.3 to.th'je fihandal'statemehts. the municipality incurred a ioiig- 
, debt of RS 139 56p wlthQut,the required prior approval 'of the mayo/ or the 

.municipal ebundt and failed to inform the comrhunltY.lh accordance with section 21A 
of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) of the proposed debt 
' that it has taken up. 

(c) ; Detaiis of irregular expendltiire of R2832 308vare disclosed in note 37.3 as a 

result of services acquired in contravention of the supply chain regulations. 

; (d); ., irregular, experditurfi,6f'R14.189M^ (2C«8: R24,672 590) representing unspent’ 

_ • . •• -conditional grant's hoi-backed by art equivalent investment since monies have been 
spent in pfeyidus years in rontravent/on of section 43(2) Of DoRA.'2008, Is disclosed 
in note 37.3 to the financiaTstatemehts. 


0 

/ ' 

I' 


V--' 


. 0 

•-V-'S 







ay W m I ■ ir r ^-i i i- Ji ^ ' ~ >' •* v^- ^ x' »» »^>«> ^ 

[; • •■• ANNUAL REWRT 2008 / 200 ? 




•“ ■ (ft) trregularexp;ef7ditureofKl73820 (M08: R 6875 S?) aredlselosed in noieSt.’-Ubthe 

' . financial statements InWs^ct'of Irregular payments fpadetp'cbuh.cjliprs,. , 

>y' • Restatement of corresponding figures' "' ’ ' ' ■ 

I,': " 16. As disclosed fri note 3S to the.Rnancial statements, -the porr^poitding figures for 

• ■ • , . 30 June 2008 have been restated as a resultof errors in the financial statements of the . 

. 'mufilcipafity discovered during^prior years that were corrected retrpspeciively in the 
-^currentyear.’ 'y,' i : • 

Other matters . • < ' 


9 

: -i. 


ivi.::: 


fe'o ■ 




/ ' * 


■ 11 r • 
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I draw attention to the following matters that relate to my responsibilities in the audit of 
theflnaiiciafstatements: 

Unaudited supplementary schedules . ■ . 

17, The municipality provided supplementary information iri the financial statements on 
* ! j.Whether resources were obtained and'used in accordance .yytlh the legajly adopted 

! ■ • / ; budget, iit! accordance with' GI^P i PrKe'nfottori of Financial Stoiemehts. The; 

' ■ supplementary-budget information set put ori:pages to XX does not form part of the, 

• . - financial statements and is presented as additional information, Accordingly I do not 

•/•.;eXp(essapdpjnlpn:there,dn. ■ r 

Nori compliancewith-appllcable legislation • 

• Municipal Finance Management Act ■ ' • 

18- No reports on the mid-year budget and performance assewmentwere submitted to tire 
. -imayor,theNationaiTreasuiyahd'the'pr6'vincial’trWsurVasrequiredbysection 

19. i he audit comiuittee only convened three times and fiot four times as required by 
• ; sectipn 166(4](b)i 

• Zb... Section 127{3).'of the Municipal Finance Management Act, 2Cid? [Act-Np. 56 of 2003) 

/ (MFMA) states that if the rnayor, for whatever reason, Is unable to table In the council 
’ the annual report of the rriunlcipallty, within seven , months after the -end of the 
. . • • .financial y^r.tp which the report relates,' the mayor must .promptly submit to the ' 
. , . coiipcil written-explahabons seeing out reasons for the delay. Theannuai report for the ' 
’•> . . 2007/08 financial -year was only approved by The' cdancil bn 31 Mafch 2009, but 

' evidence of compliance wjth section 127(3} could not be, found. 

21. Section 127(5) of the. MFMA states that, -immediateiy.,afi6f the annual report is tabled. 

.. in the council, the acrounting offiMr^in accprdance-with section 21A of theMSA, must 

rriake. public the ' annual-, report-' and i.-ihvite : the idcarcommunity tosubmit 
representations in connection with the annual report. Evidence that this was complied 

• ‘with was n'ot obtained during the audit. 

22. The municipality did not repdrt the overdrawn bank account to the National Treasury as 

- re,quiredbysection70(2)ofthe-MFMA ■ - . - ' - ; 

, 23. 5ectibh.,7.4(l).Qf the Mf MA prescribes that the.accoqntlng officer of a municipality must 
submit to the Natjohal Treasufy,- the provincial' treasury, the Department of local 
in the province dr the -Aiiditor-Genefa|^ such information, returns, 

documents, explanations and motivations as 'may be prescribed or as may be required. 

Tlie National Treasury issued MFMA circular 34 requiring tliat municipalities oimplete a 
report for each- contract awarded above the vafue of RICO OO'O ^AT incliide.d). No 

. reportingtpokplaceforawafds.madeduringtlieyear. 
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24 ; In 'teciTis <?f.sict|bn;^i 2 ^ pf the.-MF^ the a'ccpunting pffirer is requited to lake all 
' reasoosple steps' to ensure that' the muhicipaiity has and maintains a tnanogement, 
'.accounting and .information system that accounts for. assets, and liabilities of the 
tndnicipallty. With- regard to property, plant and equipment, .the descriptions, serial 
numSers. location and condition.-Pf^wefs as indicated in the fixe'd asset register Were 
. noMn.'a.innstjpcescadeqirale’ry descrjfiied Ip'easily identify . 


Govcrrtance framework 

25. The governance Rrihcipjes that im^actthe-auditor's&piriidnpnThe financial statements 


are related to the resppnsibiilties and practices exercised by the accounting officer and 
■ executive; management and are reflerted ln .the Internal control deficiencies and key 
' goyernanceTesponsibilities addressed below: : 

Internal cgntrdi deficiencies ■ ■ - . 

26. Section 62(l)(cJ{i) of the MFMA states th'at the accouhtlngiofficermust ensure that the 
-munldpaliiv' has and.malntains effective, efficient and transparent systems of financial 
0'nd risk management and internal control. The table belo.w depicts the root causes that 
' , [gave rise to the deficiendeSf |n, the system of internal control, which led to the 
■•^•^'qualification of dplnloh. :The- redt'.' causes, are' categoT/sed' a'ccording- to the five 
componeritS; of an effective s^^em. pf internai control (Tiie number listed per 
■ /componem can be followed with the legend below the table.) In 'some instances 
idetlclendes exist in more than one Internal controlieompdnent. 


•Batllfdtqujfifiod ad^n' 


Pfoperty. plant jwl'eaulpmgnt 


impcrltofidillonal grants 


tiryehtoi 


ProviMons 


Consumgr.md otiicr detubrs 


Overall rcflecttoivs / conclusion on the governance framework based pn internal control 
deficiencies . 

27 . 'Thepuqlfflca.tlon ofpropeny; ptent;arid equipment and inventory mainly rentre-around 

poor reirard keeping and accountability. Exfetihg procedures are not followed through 
and it seerhs that no consequences foMbw as a result of any non-corripllahce with 
internal procedures. . . ■ ' • 

28. The lack of an effective internal’mqnitoring systeni' and tlmely-revicw of'^ransactions 
contributed to the qualification on'unspeftt conditional grants^ . 


TtWWwl.atipMU»ruquredMS/iota(Mi;«.sarEasofre5^npblltyaiif~llnM^repo;lfigiiiupnortriredfyecom^^ 

Manj^etnait and flaw are not assigned appropiiatelevcl s of 8utHoritva/nl responsibiniy'tivfariiitaif /■/inimi pvtrflnan 
Huniati remiitcp pci’ieig? Oo npt fa clinro efleaiw VpcWitrntnr andiralnini^ discplinine nr.d suuf lyison of personnel, 
I'ltggrtiy and ^hitarvalups haya itot been dev^ptHlYndare not unctonttAtl tosctdi^landardforflTOnFialrgpmSnK 
Till! JctountlhS-iifnca/a fCQununB a>iiHotltytto«i>otgiiefct«cVi?ftiri»tre>gonfivili(vdvcrliii.;iVetaW<.-pwiirg»nriliitM 
Managemenl'i phnosopliYand opera >inlisti]e^dona^pmnvwp•flrf^rt^v.>^nl'^mtf-.,,■;^ln^,■^r;^l,.'.^.^■...l ■■ — 

The.ttttUy does wt hate IhdividuabcoiTipetentiti'finanfialiyivitTtnr'a.^lrirotoWffz.iia,,-- - 


ovc-rKnandal i 


Management has, not siwtff.eri finam.ial reiyjiiirtt'objettives to enable iPg Idenfifig 
jnefl_inilydoc4oot|flpnmYriiV< tolb«acliicy.»rT>cntO*nniindal>PpcHtlnf; ob|gctfyc 
111'.- gillilYV3Usmn.»MlvteUii! U f !l.hoo.i.Tiiiriinoaaof the fists IdenlifiPd, ' 
Ihcjmiiivdnes not Pi'turmirn' a risk straiegy/actiQn plan to nianaRg idrnlillnd rli»s. 
*^^’‘rigiv|JaUounaWialni.'sstjienii.nit due toftaudlsnotcuritidergd. 
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Keygovemance responsibilities : • • : 

^9; The MFMA tasM the Counting b.ffi^r with.a nurribe.r pf.responsib;iities concerning 
financial arid lisk management and iritemal control. Fundaments/ to achieving this is 
the implementation 5f key governance responsibilities, which I have assessed as 
. follows:' ' • 


Oeac mil of sui 


tiogimentationthat b wllviitfallablaarii 


wlijtdiwUfnBl 


Qu»»ty cfrnr«iciaUUt<;tn«nnandTthiKdfiMn» 8 ernentlnforma»lon •: ... 

Tlae IlnahclaUmeiEentswert’not suWmio any matenalafBendmoMtresulOnBffom.Uie audit. 
Thearviuai rt-port»»a$su 6 oiiKcfl for consideration prior to Qfe'feWing of iHeaiiditot^Sfejoft. 


TimeilnoitofCnanhal ststeincnti and management .'liforination' 


AvallabRlhf d? I^'offi^als duriiig audit; . - 

Key otficijls were avallabla thnaunhoulVn' audit 

Oevatepment and tompllante with fltkmanagprwnt. effeeWms internal control and governance 
pra^ea 


Tl«ingni^l»lity|radjifi0ik!itcpniiTiiKeeln}O(^,litfnthi»ugRo(itlReTin9ndalyear. 

-th&auclltCTmmiiteE'aperates in accordance with aporoupd, wrfneff.term’sof rafcvuM , 
ThfcaiKjlKOfniflittcewbstatittally ful(illedilsrctfiondbllllie$rortheyeaf,assetoul ii.i , 


KctioniSeU) otihc MFMA. 


/fitewracdH 


'« • • The munitipalitvhad an internal audit funeSort In opgi-ation thfougiwut tlje financialyeat. 
»- ThclntVfrtmauditfu.ii:tJonopgfatei.|ntwmsefai>approveointernaijtxflt|jan.’ 

: Tfic'lnletnal audit furictioasjibslairilailyfiJtflllDdits responsiblwtlpjfonhoyfrar/as.tet flirt m 
.>ectlpnl 65 | 2 )'<^theMFMA. ' - ■ I- /' . : 

'Pwrearendilgnltolil'defWenO.esifi Uicdesi^ andith'fjeiieiitslfanpf l^tern^IcOf 1 trolU!- 
^[esgeaoHlnsnwlan8rW<J!an|6enlent,/^^^ij_;’ •< : . .--i' ^ 


T»«infornialionsyMcrnswe«approprlaie,t6faciaiBt5the^C'Mr<ition«>lthe finMClal 
stiitenienls.-*-'- '■ .,-.'1.. - 't.-' : v , " ' • , , . , 

A'Vlsk'^ffs^ntwSiS'Cpndactedona regular arid 3 risk nianjeciiiontHtattKy, which 
Indudo'afraiid p;^ 6 nHooplan,lJjJoajn!Biied"nrtdii«:ti'as' 4 tout.ini£i»fi' 9 Slli(c(li)bf 
HFMA.- v-f;' - r“-- -.i. 


■ SGQ PA/Ov efjiKhl resblmioni luVe been'subaantlaliv Imoletnehlefi- ... ” • ‘-i- ■ 
itiugrfiaenBtoBiereporth^dfperfbrmahMlnfbmiatlbn' • • ; ' • -7 

,Tlifti_iVtjmiirtlon systemiwere'a^ri^ri*??*® facilitate ttfe ptepararkinof aperfoifnaifc* tepdd 
th.'iiisjci.uriiteanjconiplgte, ' . V.-..' . 

Adenuaw centrcR |)rot«s«s aiid procedures are detigriea.aritf inpteffiented to etisurc ihB ~ 

aecufacvarKjLooip|gtenfccofreporteatffi’rftirTnit>i»lofomiaUuti. ‘ ' 

A imie^.c plan was preiraredana approved for Sletinandal year gn'der resSpwfor.purpdses of 
monttprihgibBpcrid^anwinrelatiOntolbe^eetanddeUverybythy'^oto.local 
..my()ldp3lih’W^ns!i|sTOnd3in,p«detqfai;ri^cibJeaiws,Siitptits', lndicatDpa’riitargets' ^ - 


ItetllonSSbf The Mf MiC .' I. 

TherdsaluncilorloBDerfornianiwmatiBgOTrnt rysicnianti performance bonuses aroentv paid 
ift&r propdr assessment ana approval by those'cHan ' ' ’ ' ‘ 


with ^vetnance. 
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•Ttiepndr yew audit findings h>ye been substantially addressed. 
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Overall reflections / conclusion on the governance framework based on internal control 

deficiencies •-_ .: . • • 

Quality offinancial statements and related management information ' 

30. ■nie'fuli.implementation of the GRAP accounting framework and the fact that t^e ' 
financial sifatemenis were drawn up in-hbuse wKh iirhited kriowledge of GRAP and a . 

' lack of review by the CFO cpntrlbuted to the material amen'dments'tothe financial 
statements. 

Development of^ and compliance with, risk management, effective Internal control 

and governance practices and prior year audit findings 

31. An unawareness or ignorance of what the roles and responsibilities of the audit 

, .'committee, together with fneffeetive commut^lcatipnand tlie failure by, management to 
.'develop 'and maintain cost^ffectweinternal control envifqnmenf,contributesto these 

.'shortcomirgslnkeygoyernancetesponsibilitres.- 

Issues relating to file reporting of performance informatlori 

32. ^Managernent did riot ensure that the frarheWork for reporting On perfoirnance' 
information inclydes 'all stakeholders arid educate them of their roles and 

• ^responsibilities. An effective monitoring and reporting tool does not exist. 
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RfPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 
Report on perforrnance information . 

33, 1 have reviewed the performance information -as set out on pages xx.to xx. 

The accounting officer's responsibility for the performance informafion 

34. in'terrhs ofsectiori of the MFfylA, the annaaJ report of a municipality 

, must include the afihual perforniahce report of the municipality, prepared by the 
muriicjpality.in,term5ofiection46oftheLoeal6ovDmmBnt:Munic;palSystems ' 
:: Aet2o.oo;(ActNo;32'6f2qoDHMSA), 

. The AuditorTGenerars responsibility 

35. I conducted rhy engagement in acc^irdance with section 13 of the PAA read with; 

. Generol/Vor/ce '6l6 o/2D£3fi.'' issued in Government Goiette No. 31057.df\15 May 2008 
and sectlori‘45 bfthe twiSA. •' - , '• ' - 

36. In terms of the foregoing-my engagement included performing pracebur.es of an audit - 
nature tb.obtain sufficient appropriate evidence about the performance information 

• and related systems; prbowses and procedures. The pfocedureV selected depend on 
the auditor's judgement.,! ' ' • • 

37. I believe that the evidence I have obtalnpd-is sufficient and apprppriate to provide a 

- basis for.the findings reported belov). . .. 

Findings on performance Information 
Non-compliance with regulatory requirements - . 

Content of integrated development plan 
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. ■ 38. The'integrated development plan ofth^.SetebiolbcalMunifipalilydidnbtlndude the 
' '• .' keyperfonnancelndlcatorsarid pe'rfbrrnartc^ targeti'deterrriined inlerms of its: 

, , ’ performance nianageineht system/as requified by sections 2.6{i) arid 41(l)(fa) of the 

-■ *;• MSA and regulation 12 of the Vlunidpat Planning and Performance Management 
.'••'v. .'• iRegolations, 2001. '. j' 


, ' Existence and functioning of a. performance audit committee - 

f 'I , ..39..The^tsoto LDcaJMunidpaiity did not appoInVand budget fpr a performance 'aucjit.! 

. ^committee,nofwas.an6ther-3uditcommtteeutllisec|as-thep'erfortiiadceaudit'. , 

, ‘ ' / committee, as required by reguiatiqri 14(2} of the Municipal Planning and performance 

'!;■ i: ^ \'Mahage’mentRe|olatioris,2001.' . ' ' ' ' ' , 

; Lack'ofadoptlon of implementation of a performance management system 
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40. ffhelSetsotb [.peal Municipality did not implerrient a framework that describes and 
. represents how the municipality's cycle and processes of performance planning, . 
monitoring, measiireihent^reyiew, reporting and improverrient will be conducted, • • 

; • . .organised and managed. Including determining the rpiis bf4he different, rote players,. .as.' 
required in terms pf regulations? and 8 oftKe Municipal Planning and Performance 
V Management Regulatiqns> 2001 and section 88(1) ofthe Municipal Systems Act, 2060. 

; 41; The accountingofficerdid not submit to'.the mayor- ihldi'ms.ofsection fi9(3),.adr3ft 
; • •,i.serviceand bUdget,implementation-plan for the budget year and drafts of the annual 

performance agfeernents.asrequifed in terms bfs:action57{i)(b) of the. Municipal, 

, SystemsAct,2000(MSA)forthemunidpalmanager3nd'a|rsenior.mahaBers. ' . . 

Usefulness arid reliability of reported perform.ance'information ' ' 

; 42,.^hefpllpwingcriterlawereusedtoassess%eosefuln^andfe!IabilitYof-the ■' 

: information on the municipality's perforrnancewitb.respect to theobjectives jh its 
annual performance-plan: . : • . 

‘ .Gonsistenc/; Has themumcipalityTepoited on itsiperformance with regard 
, tO; its objectives, indicators and targets in its approved arinuaj performance 
■ "•■■■ • plan? . ■ . . 

■ • Relevarice: Is the performance infor mation as reflected in the.indicators and 
' targets clearly linkedYo'the predetermineddbjectiyes and’ mandate. Is this ' 

; ' :,specificandrrieasurabie,ahd-lsthe timepbriodordeadljnefordelivefy 
specified? ' . ^ 

*• Reliability; .Can the reported performance information be traced back to the 
soufcedata'of dQcurnehtation.and is thereported performance information 
accurate.and complete in relation to the. source data or documentation? 

The following audit findings relate to the above criteria: 
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..i, , Inconsistently reported performance information 

■ . 43. The Setsoto Local. Municipaliiy has not reported throughout on its^performance.with 

' i,' . . regard to it's indicators as per the approved annual perfofm'ance plan. Examples irt this 

regard are as follows: 
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Performance indicator : ’ ■ . . ' : ’ 

• To ensure that effluent'discharge comply with Department of Water 
Affairs requirements ■ 

.* Develop electricity master plan , V' - • • ' - 

• Number of roadblocks conducted ... 

• -Number of'hours escort duty performed 
•• Number of hours point du^ performed 


APPRECIATION 


audit is sincerely appreciated. 


Bloeinforvtein 


28 February 2010 


Audffing lo build public confidence 



an'nual REfOR-rmsaoi}^ 


Report of the Audit Committce' 


4.3.1 Background 


Audft ahfi Peffocm'Afice Commirtee-wasMtablished in terras.oftlie'section (16,6)(6)ta) w-hjch 
single audit commfttee nwy established for a dihfkt murt/cipflWty and the 


•read th« 

local municlpaiities within that district municipality^ Furthermore, the corhmittee was also! 
-^tablished iit ordcr.'To ach[e\re'the:teopi<'emenU'<Sf section 16 ^ 2 ) of. Municipal rinance' 
Managernerit Act ftp:;, 56 of 2003 aha section :oftbe Mun!c[pal System Act. 


PURPOSE AND SCOPE OF DISTRICT AUDIT AND PERFORMANCE COMMITTEE 


The.;audit'an^3-_perf6ithance ,co'mn)itiee.^ivrcguiated by. itS; -audit audit charter, and, has'' 
discharge: its . respopsi'bllitifls’ set put.' I’n Vondutting iof -its r^pbriXlbJIlties or duiies> - the' 
committeehas amongst other things, V'pyi^w the followinB; - 


.The8.ff^lven^s.softhe:ihterpalt6Wb|s.sy5tenir •. 

TjTeeffect|venessofthetnWnalaudl;fijnctIpHj'' 

Tfhe’risk areas of the eri,iiVs'operat[o'ns,cdv.efed in the scope of i|i6 internal and 
• ertornalandinternaiaiidirsV ,:.; • ' .r-: . 

.^Accounting and 'auditing cor;c^hs i(lehtifiecl..as a res^uit of the internal and external 


audits! 


jhe aciiyjties of the ihte.rhal.-au.dic fuhctipnj.in'cludjrik'.(ts arinuai work-programme, -cb 
orctirtatiph with the 'exfernal.pudlto^s.^Tiieire^rt that orJtllne signIfifaht matters and 
the Responses of rhpnagement to.specllicrecommcndationsuand • , • , ’ 

The ihdependehceand objectivity ofbdth the iritefh.ai and external auditors.- . 


COMPOSITION OF THE DISTRICT AUDIT AND PERFORMANCE COMMITTEE 


Thecommittee has beefrppe'rajdfi Wtfra-penorf of two'years and its'cbtrRrises.ofthe 
. fo'lbwing and which amongst therri.there are.pedple who' attend m'eetirigsi in term dif. . ’ 
standing Invitation;-' : , • ' 


and surharne 


MrJ Motsftse' 


Mem.b'sr.df the Audit i-pefformance 

Committee ’ , . • . 

Member.of the Aiidll &, Performance 
.Committee 


Standing Ihvitatiori 


MrKSKau 


Accouritin&officdr’ 

^ idf^lriar^ Officer , " ; - 

Manager 'Internal Audit-Sefretariat 


Mr-Mab'uya 


Mr Xhoile 

• _ .Chaiiperaori.pftheAUdit 

. & Perfermance 


Committee • - ' ' . 


Mr Baleni 

Member of the Audit &1 

Performance. 

• Committee! . ' ' 



Mr MoKhesi 


' ' 
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iPEBfORMANCE-OF 'THI petRlCT AUpff AND .PERfORMW^GE; AUDIT COMMITTEES FOR THE 
YfAR'UNDERREVliw, iods/iooV . -J . 


The committee has conducterf its duti^Tn .terms of Ihe apprwed audit policy that outline tliclr . 
.foieandresponsibillliesand Bsfdliows:-. ‘ 


SaselTl QUARTER ' QUARTER I QUARTER QUARTER 


VARIANCE/OEVIA 

HON 


OBJECn KPI 
VE 


TARGET 


TARGET 


TARGET 


TARGET 


audit policy 
that define. 
tfieirrOle 


Governa 


fespons!bilit= 


InKlalsand surname 


Nurhber of attendance 
of the meeting by the 
members 


Manager ihtertwlAti^lt 
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